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SUBJECT: PEROT 06 - MATTER REFERABLE

|

On Decembar 4, 1997, the Commission approved the audit repori on Perot “96
(the Committee). The report was ieleased to the public on December 17, 1997. The
following finding is being referred to your office in accordance with the materiality
thresholds approved by the Commission: Apparent Excessive Contritations Resulting
from Staff Advances.

The Audit siafl notes that one staff person was involved in this finding. The
highest excessive balance for this individual was $26,293
and the number of days outstanding before reirnbursement ranged from 21 to 36
days. This finding is referable when compared to the applicable threshold. However,
since the amount invelved is relatively low, this matter, in the Audit staff’s opinion,
should not be pursued.

AN workpapers and related documentation are available for review in the Audit
Division. Should you have any questions, please contact Tom Hintermister or Marty
Favin at 219-3720.

Aftachment:

Perot ‘96 Audit Report Finding ILA., (Apparent Excessive Contributions Resuiting from
Staff Advances), pages 3-6.
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A. APPAREST EXCESSIVE CONTRIBLUTIONS RESULTIRG FROM STAFF
ADVANCES

Section 44 1a(a) 1) A of Title 2 of the United States Code states, in part,
that nio person shall make contributions to any candidaie with respect to any election for
Federal office which, in the agprepate, exceed $7.209.

Section 116.5¢(b) of Title 11 of the Cade of Federal Regulations staies that
the payment by an individual from his or her personal funds. tincluding a personal credit
card. for the costs tncurred in providing poods and services 10, or obtaining goods or
services that are used by or on behall of, 2 candidate or a political committee 15 a
contribution unless the pavmen: is exempted from the definition of contribuiion under 11
CFR §100.7(bx8;. { the pavment is nol exempted under 11 CFR §100.7(b)(8). it shall be
consideted a contribution by the individual unless, the pavment is for the individual’s
transporiaiion expenses incurred while traveling on behalf of a candidate or political
comemittee of a polinical pany or for usual and normal subsistence expenses incurred by
an individual, ciher then a volunicer, while traveling on behalf of a candidate or political
commitiee of 2 political pany. and. the wndividual is reimbursed within sixty days after



the ctrzing date of the billing statement on which the charges first appear if the pavment
was made using a perscnal credit card, or within thinty days after the datc on which the
expenses were incurred if a persanal credit card was not used. For purposes of this
section, the closing date shall be the date indicated on the billing statement which serves
as the cutoff date for determining which charges are inciuded on that billing statement. In
addition, “subsistence expenses” include only expenditures for persenal living expenses
related 10 a pastirular individual traveling on committee business, such as food or
ledging.

The Audit staif reviewed the travel expense reimbursements and
coniributions relative to one individual who apparentiy advanced funds on behalf of the
Comminee in excess of the §1,000 Emitation. In crder to calcvlate the amount of a
coniribution resulting from an advance made by an individual on behalf of the
Commuttee, payments made by the Commituee were applied against those expenses that
had been incurred the earliest. The Audit staff notes that this individual paid the
transparntation, travel, and other campaign expenses incurred by other individuals.
inciuding the Vice Presidential candidate. using a personal credit card. This individual ‘
also contributed $500.00 1o the Committee on September 5, 1996, The highest excessive
balance for this individual was $26.293 on 10/16/94. The number of days outstanding
before reimbursermem of the expznses inciuded in this balance ranged from 21 10 36 days.

The Audit staff provided to the Committee a fist of the relevant expenses
and contributions associated with thie individual. In response, the Committee provided a
photocopy of an intemat Committee memorandum, dated August 8, 1996, from the
Commutiee’s Nauona! Coordinator to all campaiga staff which stated that the Commitiee
was unable to locate any credit card companies willing 1o offer credit cards to a political
eatity. The memorandum also informed the campaign stafi that they could apply for
individual credit cards for travel expenses.

In addition, the Commitiee provided a siatement from a s12ff member of
the Commitiee’s Accounts Pavable Department, dated April 22, 1997, which explained
that the Commitiee was rejecied by three different credil card companies because current
palicy prevented the companies from extending a hine of credit 1o political entities.

The Commuittee officials also provided the foliowing rationale for the
mannes in which they handied travel expenses. The Committee siated that they did not
want 1o risk violating the regulations by kaving expenditures made by the Vice
Presidential candidate count towards the Presidential candidate’s $30,000 expenditure
Iimit ar 17 CFR §9003.2{c). The Commnter also stated thar

“atwas simply impractical in cenain ihstances for the
presidentiai and vice-preswdenual nominess o stand in hotel
cashier Lings 1o pav thewr bills when, for example. cars 1o wake




them 1o television interviews or campaign funclions were
waiting.”

Notwithstanding the above, the Audit staff maimained that this individual
apparently made contributions in excess of the 31,000 contribution limi resulting from
staff advances.

In the Exit Conference Memorandum, (the Memorandum) the Audit staff
recommended that the Commitiee provide evidence to support that the staff advances
noted above were not excessive contributions, as well as any additional comrments it
believed relevant,

in jis response 1o the Memorandum, the Commitiee restated the points
outlined above, and put forth additional arguments in support of its position that the
Comminee was at all times in comphance with the purpose and intent of 11 CFR £116.5.

The Commitiee noted that all such expenses were promptly reimbursed,
maost within 30 days after the cxpense was incinred and before the individual actually
issued payment 1o the credit card compary. Since the Commitiee experienced no
finarcial difficulties during this period. to sugges! that the situation is equivalent 1o an
attempt to circumvent cominbution himitations is completely inaccurate. If any vielation
occurred it was merely technical and insdvenient. and quickly correcied.

Given the Committee was unable 1o locare any credit card company
willing 1o offur credit cards. it is then asserted by the Commitice that the use of this
individual s personal credit card was e only 2hemative singe it would be unrealistic 1o
expect presidential and vice-presidential nominens (o stand in hotel cashier lines in all
instances, or to expect all staff members. especiatiy voung or college age individuals
working on political campaigns, to mec? credit requnrements necessary to qualify for
personal credit cards. The Audit staff acknowledpes that traveling with larpe quantities
of campaipn cash would not be appropriate, and would not solve the reguirernent of
cenain verdors who require credit cards to guaraniee payvment.

The Commiilee then concludes its discussion by citing a closed
Comrmission compliance matter involving staff advances where the Commission closed
the matter without a finding of probable cause 10 believe a violation of 11 CFR §116.5
occurred. (See MUR 3947). The Committee aiso notes that 11 CFR §103.3 provides a
political committee 60 days dunag which it mav refund excessive contributions. There is
no justification, according 1o the Communtee. for treating an excessive contribution
resuiting from an inadverient s1afl advance more stricily than an actual excessive
contribution. thereby denving a reasonable opportunity 1o cure the unintentional
violation.



As 1o the Committee’s first point, the Audit staff agrees that the individual
was reimbursed in a prompt manner, however, since the expenses at 1ssue were not {or his
transportation and/or subsistence, reimbursement even within 30 days from the date of
incurrence does oot negate a contribution having been made. The CommiRtee’s financial
condition aise does not negate a contribution having been made.

The Committee’s second point relating 10 the use of this individual's
personal credii card as ghe “only shernative™ does not consider the use of electronie fund
trapsfers, or other appropriale means of guaranteeing or effecting paymeni of expenses
when the vendor payer is known in advance.

As 1o the Comminee’s concluding arguments, it should be noted that the
riatter referted 1o in the closed compliance mater was also first addressed in the audit
report and was characierized as an apparent excessive contribution resulting from staff
advances in 3 manner similar to the issue at hand. With respect to the timing of the
reimbursements, the Commission’s policy in previous eleciion coycles and its current
policy is not to apply the provisions of 11 CFR §103.3 10 excessive contributions
resulting from staff advances. Inciuded i the provisions of 11 §CFR 116.5 are u1s own
set of time [inuiations separate and apart from those in 1! CFR §103.3.

Although i1 appears that the Committee cid not gatn any material financiaf
advantage from the practice of using an individual's personal credit card to defray the
expenses of other Comimittee stafl andd the vice-presidential nominee, under the
provisions of 11 CFR §116.5 thss activity resuited in an apparent excessive contribution
of $26.,295.
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